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 FORM W-4P 
 WITHHOLDING ON PENSION AND ANNUITY PAYMENTS 
 
 General 
 
In general, payments made from pension, profit sharing, stock bonus, annuity, certain qualified 
deferred compensation plans, individual retirement arrangements (IRAs) and commercial 
annuities, are subject to withholding.  However, qualified distributions from a Roth IRA are non-
taxable and therefore, not subject to withholding. The type of payment determines the withholding 
method and amount.  
 

New and Updated Forms 
 

For 2022 and subsequent years, Form W-4P has been split between two separate forms allowing 
for more accurate federal income tax withholding. Periodic pension and annuity payments will 
continue to be reported on form W-4P whereas nonperiodic payments and eligible rollover 
distributions will be reported on the new Form W-4R. Although the Forms W-4P and W-4R were 
available for use in 2022, the IRS postponed the requirement to begin using these forms until 
January 1, 2023.  Payers should have updated their system programming for these new forms in 
2022.  See pages 5 through 7 for the revised Form W-4P and pages 8 through 10 for Form W-4R 
 
Payers may use an optional computational bridge to treat 2021 and earlier Forms W-4P as if they 
were 2022 or later Forms W-4P for purposes of figuring federal income tax withholding.  This 
computational bridge can reduce system complexity by allowing payers to permanently use 
computational procedures and data fields for a 2022 and later Form W-4P to arrive at the equivalent 
withholding for a recipient that would have applied using the computational procedures and data 
fields on a 2021 or earlier Form W-4P.  You must make up to four adjustments to use this 
computational bridge, but it will simplify date storage.  See 2023 Publication 15-T for additional 
information. 
 
 

Periodic Payments 
 
Periodic payments are payments received in installments, at regular intervals, over a period of 
more than one year from the pension or annuity starting date.  These payments are subject to 
income tax withholding using the normal payroll withholding tables.  The 2021 default 
withholding was calculated as if the recipient was Married and claiming three withholding 
allowances, unless a Form W-4P was completed and the number of withholding allowances was 
designated on the form. Effective January 1, 2023, if a recipient does not provide a Form W-4P, 
the new default withholding is a status of Single and claiming zero allowances.  Recipients already 
receiving payments do not need to submit a 2022 or later Form W-4P if they do not want to make 
withholding changes and those recipients who are currently on default withholding of Married 
with three dependents will not need to be changed to the new default withholding.   
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 Form W-4P 
 
Recipients should be given Form W-4P when the first payment is made, and at least once each 
calendar year thereafter. The new withholding approach now considers multiple sources of 
withholding.  Recipients provide payers with amounts to increase or decrease the amount of taxes 
withheld and amounts to increase or decrease the amount of pension/annuity payments subject to 
income tax withholding.  The new Form W-4P contains 5 steps.  Every Form W-4P received from 
a recipient in 2022 or later should show a completed Step 1 (name, address, social security number, 
and filing status), and a dated signature in Step 5.  Steps 2, 3 and/or 4 are only completed if relevant 
as these steps show adjustments that affect withholding calculations.  Below are the adjustments 
for each of those steps: 
 
Step 2:  If the recipient completes this line, the payer will use the amount in Step 2(b)(iii) from a 
2022 or later Form W-4P in Worksheet IB in the 2023 Publication 15-T to figure income tax 
withholding.   
 
Step 3:  Payers use the amount on this line as an annual reduction in the amount of withholding.  
Payers should use the amount the recipient entered as the total in Step 3 of Form W-4P even if it 
is not equal to the sum of any amounts entered on the left in Step 3 because the total may take into 
account other tax credits. If the Step 3 total is blank, but there are amounts entered on one or two 
of the left lines in Step 3, the payer may ask the recipient if leaving the line blank was intentional.  
 
Steps 4(a) and 4(b):  Payers increase the annual amount of pension/annuity payments subject to 
income tax with-holding by the annual amount shown in Step 4(a) and reduce the annual amount 
of pension/annuity payments subject to income tax withholding by the annual amount shown in 
Step 4(b). 
 
Step 4(c):  Payers will increase withholding on each payment by the tax amount in Step 4(c).  A 
recipient can choose not to have income tax withheld by writing “No Withholding” in the space 
below Step 4(c).  
 
Recipient fails to furnish Form W-4P or provides an incorrect SSN on Form W-4P:  In the 
case of a payer using a 2022 or later Form W-4P, a recipient who received the first periodic pension 
or annuity payment after 2021 but who fails to furnish a 2022 or later Form W-4P or fails to provide 
a correct SSN on a 2022 or later Form W-4P will be treated as if they had checked the box for 
Single in Step 1 and had no entries in Step 2, Step 3, and Step 4 of a 2022 or later Form W-4P. In 
the case of a payer that used the 2021 Form W-4P for 2022 and hasn’t received a 2022 or later 
Form W-4P, a recipient who received the first periodic pension or annuity payment in 2022 but 
who fails to furnish such a 2021 Form W-4P will continue to be treated as if they had no entries 
on lines 1 and 3 and completed line 2 indicating a status of Married, and claiming 3 allowances. 
In the case of a payer that used the 2021 Form W-4P and hasn’t received a 2022 or later Form W-
4P, a recipient who received the first periodic pension or annuity payment in 2022 but who failed 
to provide a correct SSN on the 2021 Form W-4P will continue to be treated as if they had no 
entries on lines 1 and 3 and had completed line 2 indicating a status of Single, and claiming zero 
allowances. If a recipient received their first periodic pension or annuity payment before 2022 and 
had failed to furnish a Form W-4P when those payments began, you must continue to withhold on 
those periodic payments as if the recipient were Married claiming three withholding allowances 
on a Form W-4P for 2021 or earlier, unless the recipient furnishes a Form W-4P requesting a 
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change in withholding. If a recipient is treated as Married claiming three withholding allowances 
on a 2021 or earlier Form W-4P, tax will be withheld on a payment that is at least $2,315 per 
month. 
  

 
Nonperiodic Payments 
 

Nonperiodic payments are subject to a mandatory default withholding rate of 10%, if not eligible 
for rollover. The payer must withhold a flat 10% rate unless the recipient chooses a different rate 
or not to have income tax withheld by submitting a 2022 or later Form W-4R.  Distributions 
eligible for rollover from an employer retirement plan, annuity, or individual retirement 
arrangement (IRA) are subject to a default withholding rate of 20% unless the distribution is paid 
directly to either another qualified plan or IRA. The recipient cannot choose withholding at a rate 
of less than 20% (including “0”) but may choose a higher rate by completing Form W-4R.  
Distributions from an IRA that are payable on demand are treated as nonperiodic payments.  
Qualifying “hardship” distributions, and distributions required by federal law, such as required 
minimum distributions, are not eligible rollover distributions. If the distribution is eligible for 
rollover, the recipient must be given a written explanation of the rollover provisions, capital gain 
and 10 year averaging provisions if applicable, and the mandatory 20% withholding rules at least 
30 days, but not more than 90 days, before the distribution is made.   
 
 
 

Form W-4R 
 

Recipients should be given Form W-4R before a nonperiodic payment or eligible rollover 
distribution is made.    The default withholding rate is determined by the type of payment as 
explained on the form.  For nonperiodic payments only, a recipient may enter a rate between 0% 
and 100% on line 2 if they want a different rate other than the 10% default rate withheld from their 
payment.  For nonperiodic payments delivered outside the United States and its possessions, 
recipients are not permitted to elect to have federal income tax withheld at a rate of less than 10% 
(including “0”).    The withholding choice (or an election not to have withholding on a nonperiodic 
payment) will generally apply to any future payment from the same plan or IRA unless a new 
Form W-4R is submitted to change the election.  If Form W-4R is submitted with an incorrect 
social security number, the payer cannot honor a request to have a lower or no amount withheld 
and must withhold 10% of the payment for federal income tax.  The 2023 Marginal Rate Tables 
included in the form’s instructions may be used to select the appropriate withholding rate based 
on the recipient’s income from all sources and filing status.   
 

 
Additional Information 

 
The election for no withholding of income tax does not apply to any distributions made to a U.S. 
citizen or a resident alien, whether periodic or nonperiodic, that are to be delivered outside of the 
United States or its possessions.  
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Note: Nonresident aliens and foreign estates cannot elect to have no tax withheld.  The 

withholding rules will depend on the country that the pensioner resides in and the 
applicable tax treaty.  Absent a tax treaty exemption, non-resident aliens, non-
resident alien beneficiaries and foreign estates generally are subject to a 30% federal 
withholding tax under Section 1441 on the taxable portion of a periodic or 
nonperiodic pension or annuity payment that is from U.S. sources.  However, most 
treaties provide that private pensions and annuities are exempt from withholding and 
tax. 

 
Also, payments from certain pension plans are exempt from withholding even if no 
tax treaty applies. For additional information see Publication 515 and Publication 
519.  A foreign person should submit Form W-8BEN Certificate of Foreign Status of 
Beneficial Owner for United States Tax Withholding, to the Payer before receiving 
any payments. The Form W-8BEN must contain the foreign person’s Taxpayer 
Identification Number (TIN). The payer must furnish a statement on Form 1042-S by 
March 15th of the following year. 
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